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JOHNW.  NORTHEY 

STAFF  LEGAL  COUNSEL 


The  Legislative  Audit  Committee 
of  the  Montana  State  Legislature: 

Transmitted  herewith  is  the  report  on  the  audit  of  the  Department 
of  Business  Regulation  for  the  years  ended  June  30,  1980  and  81. 

The  audit  was  conducted  by  Junkermier,  Clark,  Campanella,  and 
Stevens,  P.C,  CPA's  under  a  contract  between  the  firm  and  our 
office.   The  comments  and  recommendations  contained  in  this  report 
represent  the  views  of  the  firm  and  not  necessarily  the  Legislative 
Auditor. 

The  agency's  written  response  to  the  report  recommendations  is 
included  in  the  back  of  the  audit  report. 


Respectfully  submitted. 


James  Gillett,  CPA 

Acting   Legislative   Auditor 
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STATE  OF  MONTANA 
DEPARTMENT  OF  BUSINESS  REGULATION 

SUMMARY  OF  RECOMMENDATIONS 


As  a  separate  section  in  the  front  of  each  audit  report  we  include  a  listing  of 
all  recommendations  together  with  a  notation  as  to  whether  the  agency  concurs  or 
does  not  concur  with  each  recommendation.  This  listing  serves  as  a  means  of  sum- 
marizing the  recommendations  contained  in  the  report  and  the  audited  agency's 
reply  thereto.  The  full  reply  of  the  Department  of  Business  Regulation  is  in- 
cluded in  the  back  of  this  report. 

RECOMMENDATION: 

The  Department  of  Business  Regulation  does  maintain  a  cumulative  control  record 
of  unused  accumulated  vacation  and  sick  leave,  itemized  by  each  employee.  In 
addition,  the  Department  should  establish  a  record  which  reflects  the  total  poten- 
tial liability  which  would  be  incurred  if  all  employees  were  to  terminate. 

Agency  Reply:  Concur 


-  3  - 


STATE  OF  MONTANA 
DEPARTMENT  OF  BUSINESS  REGULATION 
APPOINTIVE  AND  ADMINISTRATIVE  OFFICIALS 


GARY  BUCHANAN 
ISABELLE  PISTELAK 

L.  W.  ALKE 

WILLIAM  ROSS 

GARY  DELANO 

DICK  DISNEY 


-  Director  of  the  Department  of  Business  Regulation. 

-  Administrator  of  the  Centralized  Services  Division  of  the 
Department  of  Business  Regulation. 

-  Administrator  of  the  Financial  Division  of  the  Department 
of  Business  Regulation. 

-  Administrator  of  the  Milk  Control  Division  of  the  Depart- 
ment of  Business  Regulation. 

-  Administrator  of  the  Weights  and  Measures  Division  of  the 
Department  of  Business  Regulation. 

-  Administrator  of  the  Consumer  Protection  Division  of  the 
Department  of  Business  Regulation. 


Junkermier  •  Clark  •  Campanella  •  Stevens  PC 

Certified  Public  Accountants 

1300  Cedar  Street   •    Helena,  MT.  59601   •   406-442-6901 


The  Legislative  Audit  Committee 
of  the  Montana  State  Legislature 


We  have  examined  the  balance  sheets  of  the  various  funds  and  account  groups 
of  the  Montana  Department  of  Business  Regulation,  listed  in  the  foregoing 
table  of  contents,  as  of  June  30,  1981  and  1980,  and  the  related  statements 
of  revenues  and  expenditures  and  changes  in  fund  balances  for  the  years  then 
ended.  Our  examination  was  made  in  accordance  with  generally  accepted  account- 
ing standards,  and  accordingly,  included  such  tests  of  the  accounting  records 
and  such  other  auditing  procedures  as  we  considered  necessary  in  the  circum- 
stances. 

In  our  opinion,  the  aforementioned  financial  statements  present  fairly  the 
financial  position  of  the  various  funds  and  account  groups  of  the  Department 
of  Business  Regulation  at  June  30,  1981  and  1980,  and  the  results  of  its 
operations  for  the  years  then  ended,  in  conformity  with  generally  accepted 
accounting  principles  applied  on  a  consistent  basis. 


fuAt/um,  Clutk,  Ceafanelk,  Stcoau,  T.Ck 


Helena,  Montana 
October  1 ,  1981 


STATE  OF 
DEPARTMENT  OF  BUSl 
COMBINED  BAl 
As  of  Jun( 


ASSETS 

Cash  in  treasury 
Encumbered  appropriations 
Office  equipment 
Field  equipment 
Vehicles 

Totals 


LIABILITIES  AND  FUND  EQUITY 

LIABILITIES 

Accounts  payable 
Accrued  expenditures 


FUND  EQUITY 

Investments  in  general  fixed  assets 
General  fund 
Earmarked  revenue  funds 


Donated  general  fixed  assets 

Fund  balances  (deficit) 

Reserve  for  reverted  appropriations 
Unrestricted 


Totals 


See  the  accompanying  accountants'  report  i 


STATE  OF  MONTANA 
DEPARTMENT  OF  BUSINESS  REGULATION 
COMBINED  BALANCE  SHEET 
As  of  June  30,  1981 


ASSETS 

Cash  in  treasury 
Encumbered  appropriations 
Office  equipment 
Field  equipment 
Vehicles 

Totals 


General 
Fund 

Milk 

Control 

Earmarked 

Revenue 

Fund 

Motor 

Vehicle 

Licensing 

Earmarked 

Revenue 

Fund 

General 
Fixed 
Asset 

Account 
Group 

$ 

49,234 
172,817 
101,338 

$  323,389 

Totals 
(Memorandum 
only) 

$ 

54,016 

$  170,856 

$       5,407 

$  176,263 

54.016 

49.234 

172.817 

101,338 

$     54,016 

$  170.856 

$       5,407 

$  553,668 

LIABILITIES  AND  FUND  EQUITY 


LIABILITIES 


Accounts  payable 
Accrued  expenditures 

$     41 
12 

54 

,525 
.491 

,016 

$ 

10.637 
3.639 

14.276 

$ 

283 
703 

986 

$ 

- 

$ 
i 

52,445 
16,833 

. 

69,278 

FUND   EQUITY 

Investments  in  general   fixed  assets 
General   fund 
Earmarked  revenue  funds 

- 

221 
30 

251 

71 

.921 
.036 

,957 
,432 

221,921 
30,036 

Donated  general   fixed  assets 

Fund  balances    (deficit) 

Reserve  for  reverted  appropriations 
Unrestricted 

- 

$_ 

23,684 
132.896 

156,580 

170,856 

$_ 

4 

4 
5 

.434 
(13) 

.421 

.407 

251.957 
71,432 

28,118 
132,883 

. 

$_ 

323 
323 

,389 
,389 

484,390 

Totals 

$     54 

.016 

553.668 

See  the  accompanying  accountants'  report  and  the  notes  to  the  financial  statements. 
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STATE  OF 
DEPARTMENT  OF  BUSl 
COMBINED  STATEMENT  OF  REVENUES,  EXPEr 

For  the  year  end( 


REVENUES 

Licenses  and  permits 
Taxes 

Service  fees 
Fines 

Totals 


EXPENDITURES 

Centralized  Services  Division 

Page  8 
Weights  &  Measures  Division  - 

Page  8 
Financial  Division  - 

Page  8 
Milk  Control  Division  - 

Page  8 
Consumer  Protection  Division  - 

Page  8 

Totals 


Budge: 


ance 

rable 

rable) 


$  143 
258 


401] 


Totals  (Memorandum  only) 


Budget 


(195)  $ 


(195) 


145,150 

200,000 

310,340 

2,500 

657,990 


Actual 


133,628 

224,534 

358,715 

1,418 

718,295 


Variance 
Favorable 
(Unfavorable) 


$  (11,522) 
24,534 
48,375 
(1,082) 


60,305 


130 

- 

165,985 

163,913 

2,072 

324 

- 

324,911 

310,200 

14,711 

496 

- 

496,712 

493,630 

3,082 

- 

234,374 

211,589 

22,785 

139 

4,434 

152,476 

144,413 

8,063 

1,091 

4,434 

1,374,458 

1,323,745 

50,713 

Excess  (deficit)  revenues 
over  expenditures 

FUND  BALANCE,  beginning  of  year 

Appropriations 
Reversions  to  State 

Prior  year  expenditures 
FUND  BALANCE,  end  of  year 


[689 


1,091 
(401 


4,239 


See  the  accompanying  accountants'  report  t 


(716,468)    (605,450) 


161,317 

1,091,239 
(401,990) 


161,317 

1,091,239 
(485,576) 

(529) 


111,018 


(83,586) 
(529) 


4,239   $  134,098   $  161,001   $   26,903 


STATE  OF  MONTANA 
DEPARTMENT  OF  BUSINESS  REGULATION 
COMBINED  STATEMENT  OF  REVENUES,  EXPENDITURES  AND  CHANGES  IN  FUND  BALANCES 
For  the  year  ended  June  30,  1981 


REVENUES 

Licenses  and  permits 
Taxes 

Service  fees 
Fines 

Totals 


General   Fund 


Budget 


258,340 


401,990 


Actual 


Variance 
Favorable 
(Unfavorable)         Budget 


Milk  Control    Earmarked  Revenue  Fund 

Variance 
Favorable 
(Unfavorable) 


S     143,650       $     132,323       S     (11,327)     $ 


329,239 
1.418 

462.980 


70,899 
1,418 


60.990 


200.000 

52.000 

2,500 

254.500 


Actual 


224,534 
29,476 


254.010 


24.534 

(22,524) 

(2,500) 


(490) 


Motor  Vehicle  Licensing 
Earmarked  Revenue  Fund 


Budget 


1,500 


Actual 


Variance 
Favorable 
(Unfavorable) 


Totals   (Memorandum  only) 


1,500       $         1,305       $ 


1,305 


(195) 


(195) 


Budget 


$     145,150 

200,000 

310,340 

2,500 

657,990 


Actual 


Variance 
Favorable 
(Unfavorable) 


133,628 

224,534 

358,715 

1,418 

718,295 


$     (11,522) 
24,534 
48,375 
(1.082) 

60.305 


EXPENDITURES 

Centralized  Services  Division  - 

Page  8 

130.140 

128,966 

Weights  &  Measures  Division  - 

Page  8 

324.911 

310,200 

Financial   Division  - 

Page  8 

496.712 

493,630 

Milk  Control   Division  - 

Page  8 

- 

- 

Consumer  Protection  Division  - 

Page  8 

139,476 

135,847 

Totals 

1.091  .239 

1,068,643 

Excess   (deficit)  revenues 

over  expenditures 

(689.249) 

(605,663) 

FUND  BALANCE,  beginning  of  year 

-0- 

-0- 

Appropriations 

1  ,091,239 

1,091,239 

Reversions  to  State 

(401,990) 

(485,576) 

Prior  year  expenditures 
FUND  BALANCE,  end  of  year 


1,174 

14,711 

3,082 

3,629 


22,596 


83,586 


(83,586) 


35.845 

234,374 
270,219 

(15,719) 
149,635 


34,947 

211,589 
246.536 

7,474 
149,635 

(529) 


S     133.916       $     156,580 


898 


22,785 


23,683 


23,193 


(529) 


22,664 


13,000 


13,000 


(11,500) 
11,682 


182 


8,566 


8.566 


(7,261) 
11,682 


4,434 


4,239 


165,985 

163,913 

2.072 

324,911 

310,200 

14.711 

496.712 

493,630 

3.082 

234,374 

211.589 

22.785 

152,476 

144.413 

8.063 

4.434         1.374,458         1.323.745 


50.713 


(716.468) 

(605,450) 

111,018 

161.317 

161,317 

- 

1.091.239 
(401,990) 

1,091,239 
(485,576) 

(83.586) 

- 

(529) 

(529) 

4.421        $         4.239       $     134.098       S     161.001       $       26.903 


See  the  accompanying  accountants'    report  and  the  notes  to  the  financial    statements. 
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STATE  i 

DEPARTMENT  OF  \ 

COMBINED  SCHEDULE  01 

For  the  year  ei 


Salaries 

Payroll  taxes  and  employee  benefits 

Insurance 

Office  expense  and  supplies 

Telephone 

Travel 

Rent 

Miscellaneous 

Professional  services 

Laboratory  testing 

Data  processing 

Printing 

Gasol ine 

Utilities 

Repairs  and  maintenance 

Dues  and  fees 

Equipment  purchased 

Total  expenditures 


See  the  accompanying  accountants'  repor 


STATE  OF  MONTANA 

DEPARTMENT  OF  BUSINESS  REGULATION 

COMBINED  SCHEDULE  OF  DIVISION  EXPENDITURES 

For  the  year  ended  June  30,  1981 


Centralized 
Services 
Division 

S   129,467 

Weights  & 
Measures 

Divi  sion 

S   167,566 

Consumer 

Protection 

Divi  sion 

$  108,927 

Milk 

Control 

Division 

$   129,826 

F- 

$ 

inancial 
1  vision 

324,129 

(Mi 

Total 
;morandum 
onl  y) 

Salaries 

S 

859,915 

Payroll    taxes  and  employee  benefits 

19 

,927 

32,322 

19,365 

23,617 

57,890 

153,121 

Insurance 

192 

903 

139 

208 

439 

1,881 

Office  expense  and  supplies 

782 

1,298 

1  ,038 

2,952 

1,956 

8,026 

Telephone 

1 

,745 

3,991 

4,038 

4,978 

3,801 

18,553 

Travel 

217 

32,184 

1,785 

36,069 

95,963 

166,218 

Rent 

10 

,711 

7,651 

6,313 

5,443 

5,732 

35,850 

Miscellaneous 

- 

1,400 

- 

1,211 

- 

2,611 

Professional    services 

- 

930 

1  ,388 

2,310 

50 

4,678 

Laboratory  testing 

- 

100 

- 

857 

- 

957 

Data  processing 

- 

2,046 

- 

- 

- 

2,046 

Printing 

388 

3,167 

843 

2,051 

1  ,408 

7,857 

Gasol ine 

- 

18,577 

- 

- 

- 

18,577 

Utilities 

- 

920 

- 

- 

- 

920 

Repairs  and  maintenance 

- 

7,662 

120 

838 

163 

8,783 

Dues  and  fees 

413 

905 

457 

1,229 

1,700 

4,704 

Equipment  purchased 

S_ 

163 

101 
,943 

S_ 

28,578 
310,200 

- 

- 

1 

399 
493,630 

Si 

29,078 

Total   expenditures 

1 

144,413 

$  211,589 

,323,775 

See  the  accompanying  accountants'  report  and  the  notes  to  the  financial  statements. 


-  STATE  OF  N 
DEPARTMENT  OF  BUSIh 
COMBINED  BAL/ 
As  of  June 


ASSETS 

Cash  in  treasury 
Encumbered  appropriations 
Office  equipment 
Field  equipment 
Vehicles 

Totals 

LIABILITIES  AND  FUND  EQUITY 

LIABILITIES 

Accounts  payable 
Accrued  expenditures 


FUND  EQUITY 

Investments  in  general  fixed  assets 
General  fund 
Earmarked  revenue  funds 


Donated  general  fixed  assets 

Fund  balances 

Reserve  for  reverted  appropriations 
Unrestricted 


Totals 


See  the  accompanying  accountants'  report  ai 
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■  STATE  OF  MONTANA 
DEPARTMENT  OF  BUSINESS  REGULATION 
COMBINED  BALANCE  SHEET 
As  of  June  30,  1980 


ASSETS 

Cash  in  treasury 
Encumbered  appropriations 
Office  equipment 
Field  equipment 
Vehicles 

Totals 


Motor 

Milk 

Vehicle 

General 

Control  ' 

Licensing 

Fixed 

Earmarked 

Earmarked 

Asset 

Totals 

General 

Revenue 

Revenue 

Account 

(Memorandum 

Fund 

Fund 

Fund 

Group 

$ 

only) 

$ 

$  159,782 

$     11,786 

$  171,568 

55,358 

- 

- 

- 

55,358 

- 

- 

- 

48,734 

48,734 

- 

- 

- 

169,943 

169,943 

- 

- 

- 

75,634 
$  294,311 

75,634 

$     55,358 

$  159,782 

$     11,786 

$  521,237 

LIABILITIES  AND  FUND  EQUITY 

LIABILITIES 

Accounts  payable 
Accrued  expenditures 


FUND  EQUITY 

Investments  in  general  fixed  assets 
General  fund 
Earmarked  revenue  funds 


Donated  general  fixed  assets 

Fund  balances 

Reserve  for  reverted  appropriations 
Unrestricted 


Totals 


$ 

37, 

,268 

$ 

8 

,168 

$ 

92 

$ 

- 

$     45 

,528 

18, 
55, 

,090 
,358 

- 

1, 
10, 

,979 
,147 

— 

12 
104 

- 

20 
65 

,081 

. 

,609 

192 

,843 

192 

,843 

- 

- 

- 

- 

30, 
222, 

,036 
,879 

30 
222 

,036 

,879 

- 

- 

- 

71 

,432 

71 

,432 

10 

.777 

9 

,907 

20 

,684 

- 

1 

138, 
149, 
159, 

,858 
,635 
,782 

$_ 

1 
11 
11 

,775 
,682 
,786 

- 

140 

455 

$  521 

,633 

. 

i 

294 
294 

,311 
,311 

,628 

$_ 

55, 

,358 

,237 

See  the  accompanying  accountants'  report  and  the  notes  to  the  financial  statements. 
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STATE  ( 

DEPARTMENT  OF  Bl 

COMBINED  STATEMENT  OF  REVENUES,  EXF 

For  the  year  er 


Buci 


ance 

irable 

rable) 


REVENUES 

Licenses  and  permits 
Taxes 

Service  fees 
Fines 

Totals 


EXPENDITURES 

Centralized  Services  Division 

Page  11 
Weights  &  Measures  Division  - 

Page  11 
Financial   Division  - 

Page  11 
Milk  Control   Division  - 

Page  11 
Consumer  Protection  Division  - 

Page  11 

Totals 


$     13 
25 


39 


11 
28 
48 

13 


1,775 


9,907 


1,0119,907 


Excess  (deficit)  revenues 

over  expenditures         (62 


FUND  BALANCE,  beginning  of  year 


1,01 


Appropriations 

Transfer  from  Food  Distributor 

Earmarked  Revenue  Fund-Note  3   17 
Reversions  to  State  (56 


FUND  BALANCE,  end  of  year 


$ 


1,682 


11.682 


See  the  accompanying  accountants'  report 


Totals  (Memorandum  only) 


Budget 


Actual 


1,775   $ 


147,450 

195,000 

308,340 

2,500 

653,290 


152,449 

217,936 

328,015 

1,444 

699,844 


Variance 
Favorable 
(Unfavorable) 


4,999 
22,936 
19,675 
(1,056) 


46,554 


149,966 

■      149,174 

792 

282,025 

280,039 

1,986 

489,976 

458,373 

31,603 

223,160 

212,521 

10,639 

144,084 

122,013 

22,071 

1,289,211 

1,222,120 

67,091 

(635,921) 

(522,276) 

113,645 

146,208 

146,208 

- 

1,019,762 

1,019,762 

- 

175,115 
(567,605) 

175,115 
(657,492) 

(89,887 

$     137,559 

$     161,317       : 

\>       23,758 

STATE  OF  MONTANA 
DEPARTMENT  OF  BUSINESS  REGULATION 
COMBINED  STATEMENT  OF  REVENUES,  EXPENDITURES  AND  CHANGES  IN  FUND  BALANCES 
For  the  year  ended  June  30,  1980 


REVENUES 

Licenses  and  permits 
Taxes 

Service  fees 
Fines 

Totals 


General    Fund 

Milk  Contro' 
Budget 

1    Earmarked 
Actual 

Revenue  Fund 

Budget 

Actual 

Va 

Fa 

(Unfa 

nance 

vorable 

vorable) 

Variance 
Favorable 
(Unfavorable) 

$     134,150 
258,340 

$     137,374 

297,152 
1,444 

435,970 

$ 

3,224 

38,812 
1,444 

43,480 

$ 

195,000 

50,000 

2,500 

247,500 

$ 

217,936 
30,863 

$ 

22,935 

(19.137) 

(2,500) 

392,490 

248,799 

1,299 

Motor  Vehicle  Licensing 
Earmarked  Revenue  Fund 


Budget 


13,300 


Variance 

Favorable 

Actual        (Unfavorable)         Budget 


13,300       $       15,075       $ 


15,075 


1,775 


1,775 


Totals   (Memorandum  only) 


$     147,450 

195,000 

308,340 

2.500 

653,290 


Variance 
Favorable 
Actual       (Unfavorable) 


152,449 
217,936 
328,015 

1.444 

699,844 


4.999 
22,936 
19,675 
(1,056) 


46,554 


EXPENDITURES 

Centralized  Services  Division  - 

Page  11  116,977 

Weights  &  Measures  Division  - 

Page  11  282,025 

Financial   Division  - 

Page  11  489,976 

Milk  Control    Division  - 

Page  11 
Consumer  Protection  Division  - 

Page  11  130.784 

Totals  1,019.762 


Excess  (deficit)  revenues 

over  expenditures         (627,272) 


FUND  BALANCE,  beginning  of  year 


-0- 


Appropriations  1.019.762 
Transfer  from  Food  Distributor 

Earmarked  Revenue  Fund-Note  3       175,115 

Reversions  to  State  (567,605) 


FUND  BALANCE,  end  of  year 


$ 


116,323 
280,039 
458,373 

118,620 
973.355 

(537,385) 

-0- 

1,019,762 

175,115 
(657,492) 


-0-       $ 


654 

1,986 
31,603 

12,164 


46,407 


89,887 


(89,887) 


32,989 

223,160 
256,149 

(8,649) 
146,208 


32,851 

212,521 
245.372 

3,427 
146,208 


$  137,559   $  149,635 


138 


10,639 


10,777 


12,076 


13,300 


13,300 


12,076   $ 


3,393 


3,393 


11,682 
-0- 


9,907 


9,907 


11,682 


149.966 

'      149,174 

792 

282,025 

280,039 

1  .986 

489,976 

458,373 

31.603 

223,160 

212,521 

10.639 

144,084 

122,013 

22.071 

1.289,211 

1,222,120 

67,091 

(635,921) 

(522,276) 

113,645 

146,208 

146.208 

- 

1,019.762 

1.019.762 

- 

175,115 
(567,605) 

175.115 
(657,492) 

(89,887) 

$     137,559 

$     161.317       i 

;       23,758 

See  the  accompanying  accountants'  report  and  the  notes  to  the  financial  statements. 
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STATE  0 

DEPARTMENT  OF  BL 

COMBINED  SCHEDULE  OF 

For  the  year  er 


Salaries 

Payroll  taxes  and  employee  benefits 

Insurance 

Office  expense  and  supplies 

Telephone 

Travel 

Rent 

Miscellaneous 

Professional  services 

Laboratory  testing  and  supplies 

Data  processing 

Printing 

Gasoline 

Utilities 

Repairs  and  maintenance 

Dues  and  fees 

Transfer  to  general  fund 

Equipment  purchased 

Total  expenditures 


See  the  accompanying  accountants'  repor 


STATE  OF  MONTANA 

DEPARTMENT  OF  BUSINESS  REGULATION 

COMBINED  SCHEDULE  OF  DIVISION  EXPENDITURES 

For  the  year  ended  June  30,  1980 


Salaries 

Payroll  taxes  and  employee  benefits 

Insurance 

Office  expense  and  supplies 

Telephone 

Travel 

Rent 

Miscellaneous 

Professional  services 

Laboratory  testing  and  supplies 

Data  processing 

Printing 

Gasoline 

Utilities 

Repairs  and  maintenance 

Dues  and  fees 

Transfer  to  general  fund 

Equipment  purchased 

Total  expenditures 


Centralized 
Services 
Division 

Weights  & 

Measures 

Division 

$  165,118 

Consumer 

Protection 

Division 

$     91,454 

Milk 

Control 

Division 

$  127,625 

Financial 
Division 

$  303,151 

(Ml 

Total 
emorandum 
only) 

$  115,272 

$ 

802,620 

17,084 

30,391 

15,631 

23,400 

51 ,228 

137,734 

162 

277 

180 

208 

439 

1  ,266 

2,087 

1,590 

1,120 

1,921 

1,380 

8,098 

2,106 

4,412 

4,519 

4,364 

3,435 

18,836 

860 

27,474 

1,708 

32,686 

89,418 

152,146 

10,739 

7,044 

5,226 

4,886 

5,585 

33,480 

_ 

■ 

912 

12,163 

175 

13,250 

- 

40 

- 

1,251 

- 

1,291 

- 

1,904 

- 

- 

- 

1,904 

502 

1,349 

904 

1,843 

1,198 

5,796 

- 

15,391 

- 

- 

- 

15,391 

- 

815 

- 

- 

- 

815 

- 

8,323 

46 

735 

739 

9,843 

188 

75 

313 

270 

1,168 

2,014 

- 

- 

175,115 

- 

- 

175,115 

175 

$_ 

15,836 
280,039 

- 

1,169 
$  212,521 

457 
$  458,373 

ii 

17,637 

$  149,175 

i 

297,128 

,397,236 

See  the  accompanying  accountants'  report  and  the  notes  to  the  financial  statements. 
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STATE  OF  MONTANA 
DEPARTMENT  OF  BUSINESS  REGULATION 
NOTES  TO  FINANCIAL  STATEMENTS 
June  30,  1981  and  1980 


1.  SUMMARY  OF  SIGNIFICANT  ACCOUNTING  POLICIES 

Basis  of  Accounting  -  The  modified  accural  basis  of  accounting,  under  which 
expenditures  are  recorded  when  the  liability  is  incurred  and  revenues  are  recorded 
when  they  are  measurable  and  available  to  finance  the  Department's  operations, 
is  followed  for  all  funds. 

Encumbrance  Accounting  -  Encumbrance  accounting,  under  which  purchase  orders, 
contracts  and  other  committments  for  the  expenditure  of  funds,  are  recorded  when 
written  in  order  to  reserve  that  portion  of  the  applicable  appropriation,  is  em- 
ployed for  all  funds.  The  balance  in  the  reserve  for  encumbrances  account,  which 
is  negligible  at  June  30,  1981  and  1980,  is  included  in  accrued  expenditures 
and  is  not  reflected  as  a  separate  item. 

Appropriations  -  Appropriations  are  made  at  the  beginning  of  each  fiscal  year 
by  the  legislature  to  cover  the  estimated  operating  expenses  of  the  Department 
for  that  period. 

General  Fixed  Assets  -  Fixed  assets  are  capitalized  in  the  General  Fixed 
Asset  Account  Group  when  purchased.  Depreciation  is  not  provided  for  general 
fixed  assets,  and,  accordingly,  the  purchase  of  such  assets  is  reflected  as  an 
expenditure  in  the  Statement  of  Revenues,  Expenditures  and  Changes  in  Fund  Bal- 
ance in  the  year  of  their  purchase. 

2.  CONTINGENT  LIABILITIES 

The  Department  is  involved  in  the  following: 

Eight  lawsuits; 

Twenty-one  administrative  hearings; 

Twenty-three  formal  investigations; 
at  June  30,  1981.  The  actions  are  primarily  related  to  enforcement  provisions 
of  the  Montana  Codes.  It  is  the  opinion  of  the  Department's  personnel  and 
counsel  that  no  material  financial  loss  will  be  sustained  by  the  Department  as 
a  result  of  these  proceedings. 

3.  TERMINATION  OF  FOOD  DISTRIBUTORS  EARMARKED  REVENUE  FUND 

Effective  in  fiscal  year  1980,  the  Montana  Legislature  terminated  the  Food  Dis- 
tributors Earmarked  Revenue  Fund.  The  fund  balance  remaining  at  June  30,  1979, 
of  $175,115  was  transferred  to  the  General  Fund.  The  Food  Distributors  Ear- 
marked Revenue  Fund  is  not  reflected  on  the  Statement  of  Revenue,  Expenditures 
and  Changes  in  Fund  Balance  for  the  year  ended  June  30,  1980,  as  the  only  activity 
in  the  Fund  was  the  forementioned  transfer  of  funds  to  the  General  Fund. 
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STATE  OF  MONTANA 
DEPARTMENT  OF  BUSINESS  REGULATION 
NOTES  TO  FINANCIAL  STATEMENTS  (Continued) 
June  30,  1981  and  1980 


4.  VACATION  PAY  AND  SICK  PAY 

The  Department  complies  with  the  state  law  as  specified  in  the  Montana  Codes  with 
regard  to  accumulating  and  paying  unused  vacation  and  sick  pay.  However,  the 
Department  does  not  reflect  the  value  of  unused  accumulated  vacation  and  sick 
leave  which  is  owing  to  employees  as  a  liability.  Effective  for  fiscal  years 
beginning  after  December  15,  1980,  generally  accepted  accounting  principles 
require  the  accrual  of  such  liability  if  the  conditions  requiring  disclosures 
are  met. 

5.  RENTAL  AGREEMENTS 

Total   rent  expense  for  the  years  ended  June  30,   1981   and  1980,  amounted  to 
$35,850  and  $33,480  respectively.     Of  these  amounts,   $35,765  in  1981   and  $32,992 
in  1980  were  the  result  of  two  building  lease  agreements,  one  of  which  was  ter- 
minated on  June  30,  1981.     The  remaining  lease  agreement  calls  for  monthly  pay- 
ments of   $372.80  and  will   expire  on  April    30,   1984. 


6.    PENSION  PLAN 

Employees  of  the 
The  Department' s 
$47,790  in  1980. 


Department  are  covered  by  the  Public  Employees  Retirement  System, 
contribution  to  the  plan  amounted  to  $50,746  in  1981,  and 
The  liability  for  unfunded  past  service  costs  and  the  actuarially 


computed  value  of  vested  benefits  is  not  recognized  in  the  financial  statements. 

INCORPORATION  OF  DEPARTMENT  OF  BUSINESS  REGULATION  INTO  DEPARTMENT  OF  COMMERCE 

As  a  result  of  the  reorganization  of  the  Montana  State  government,  effective 
July  1,  1981,  the  Department  of  Business  Regulation  has  been  incorporated  into 
the  Department  of  Commerce  and  its  previous  functions  have  been  assigned  to  the 
Division  of  Business  and  Professional  Licensing. 


-  13  - 


STATE  OF  MONTANA 
DEPARTMENT  OF  BUSINESS  REGULATION 
REPORT  ON  INTERNAL  CONTROL 


We  have  examined  the  financial  statements  of  the  Department  of  Business  Regulation 
for  the  fiscal  years  ended  June  30,  1981  and  1980,  and  have  issued  our  report  thereon 
dated  October  1,  1981.   As  a  part  of  our  examination,  we  made  a  study  and  evaluation 
of  the  system  of  internal  accounting  control  to  the  extent  we  considered  necessary 
to  evaluate  the  system  as  required  by  generally  accepted  auditing  standards.  Under 
these  standards,  the  purposes  of  such  evaluations  are  to  establish  a  basis  for  reli- 
ance on  the  system  of  internal  accounting  control  in  determining  the  nature,  timing, 
and  extent  of  other  auditing  procedures  that  are  necessary  for  expressing  an  opinion 
on  the  financial  statements  and  to  assist  the  auditor  in  planning  and  performing 
his  examination  of  the  financial  statements. 

The  objective  of  internal  accounting  control  is  to  provide  reasonable,  but  not  abso- 
lute, assurance  as  to  the  safeguarding  of  assets  against  loss  from  unauthorized  use 
or  disposition,  and  the  reliability  of  financial  records  for  preparing  financial 
statements  and  maintaining  accountability  for  assets.  The  concept  of  reasonable 
assurance  recognizes  that  the  cost  of  a  system  of  internal  accounting  control  should 
not  exceed  the  benefits  derived  and  also  recognizes  that  the  evaluation  of  these 
factors  necessarily  requires  estimates  and  judgements  by  management. 

There  are  inherent  limitations  that  should  be  recognized  in  considering  the  potential 
effectiveness  of  any  system  of  internal  accounting  control.  In  the  performance  of 
most  control  procedures,  errors  can  result  from  misunderstanding  of  instructions, 
mistakes  of  judgement,  carelessness,  or  other  personal  factors.  Control  procedures 
whose  effectiveness  depends  upon  segregation  of  duties  can  be  circumvented  by  col- 
lusion. Similarly,  control  procedures  can  be  circumvented  intentionally  by  manage- 
ment either  with  respect  to  the  execution  and  recording  of  transactions  or  with 
respect  to  the  estimates  and  judgements  required  in  the  preparation  of  financial 
statements.  Further,  projection  of  any  evaluation  of  internal  accounting  control 
to  future  periods  is  subject  to  the  risk  that  the  procedures  may  become  inadequate 
because  of  changes  in  conditions  and  that  the  degree  of  compliance  with  the  pro- 
cedures may  deteriorate. 

Our  examination  of  the  financial  statements,  made  in  accordance  with  generally 
accepted  auditing  standards,  including  the  study  and  evaluation  of  the  Department's 
system  of  internal  accounting  control  for  the  years  ended  June  30,  1981  and  1980, 
that  was  made  for  the  purpose  set  forth  in  the  first  paragraph  of  this  report,  would^ 
not  necessarily  disclose  all  weaknesses  in  the  system  because  it  was  based  on  selective 
tests  of  accounting  records  and  related  data.  However,  such  study  and  evaluation 
disclosed  conditions  that  we  believe  to  be  material  weaknesses  in  the  internal 
accounting  controls  established  by  the  Department.  We  discuss  these  weaknesses  in 
the  Comments  and  Recommendations  section  of  this  report. 
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STATE  OF  MONTANA 
DEPARTMENT  OF  BUSINESS  REGULATION 
COMMENTS  AND  RECOMMENDATIONS 
June  30,  1981 


Overall  Internal  Control 

We  have  examined  the  Department's  system  of  internal  accounting  control  and  found 
that  the  Department  has  developed  a  sound  system  of  internal  control  with  strong 
segregation  of  duties,  thorough  review,  and  adequate  checks  and  balances  to  assure 
proper  safeguarding  of  the  Department's  assets  and  to  provide  accurate  and  timely 
financial  information. 

Unused  Vacation  and  Sick  Leave 

State  of  Montana  law  requires  that  the  Department,  upon  termination  of  qualified 
employees,  redeem  in  cash  the  unused  accumulated  vacation  and  twenty-five  percent 
of  unused  sick  leave  earned  by  the  employee,  after  July  1,  1971.  The  Department 
maintains  adequate  records  to  determine  the  amount  of  unused  accumulated  vacation 
and  sick  leave  payable  to  each  individual  employee,  however,  the  Department  does 
not  maintain  a  cumulative  control  record  which  reflects  its  total  potential  expen- 
ditures for  such  transactions  at  any  given  time,  which  could  be  used  for  budgeting 
and  general  administrative  purposes. 

RECOMMENDATION: 

The  Department  should  establish  a  cumulative  control  record  which  reflects  the 
total  potential  liability  which  would  be  incurred  if  all  employees  were  to  ter- 
minate. 

Review  of  Prior  Years  Recommendations 

As  a  part  of  this  audit  we  have  been  requested  to  review  the  current  status  of 
recommendations  made  in  previous  audit  reports.  Significant  improvements  have  been 
made  in  the  Department's  system  of  internal  control  and  of  the  recommendations  made 
in  previous  years  all  but  one  are  no  longer  appropriate  or  have  been  successfully 
implemented.  This  recommendation  and  its  current  status  is  reiterated  below: 

Milk  Producers  and  Distributors  License 

It  has  previously  been  recommended  that  the  Milk  Control  Board  determine  if 
the  present  $2.00  annual  license  fee  is  sufficient  to  cover  related  agency 
costs  regarding  the  processing  of  the  license. 

As  of  this  time  the  fee  has  not  been  analyzed  and  no  action  has  been  taken  to 
increase  the  fee. 

We  wish  to  thank  the  Administrator  of  the  Centralized  Services  Division  of  the 
Department  of  Business  Regulation  and  her  staff  for  the  excellent  cooperation  and 
assistance  we  received  during  this  audit. 
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DEPARTMENT  OF  COMMERCE 


TED  SCHWINDEN.  GOVERNOR 


1424  9TH  AVENUE 
CAPITOL  STATION 


STATE  OF  MONTANA' 


(406)449-3)63 


HELENA.  MONTANA  59620 


November  12,  1981 


Mr.  James  Gillett,  CPA 

Acting  Legislative  Auditor 

Office  of  the  Legislative  Auditor 

Room  135 

State  Capitol 

Helena,  Montana  59620 

RE:   Audited  Financial  Statements 

Department  of  Business  Regulation 
June  30,  1981  and  1980 

Dear  Mr.  Gillett: 

Our  Department  has  reviewed  the  above-mentioned  audit. 
We  would  like  to  address  two  issues  of  this  audit,  to  wit: 

Page  3 
RECOMMENDATION: 

"The  Department  of  Business  Regulation  does  maintain  a 
cumulative  control  record  of  unused,  accumulated  vacation 
and  sick  leave  itemized  by  each  employee.   In  addition,  the 
Department  should  establish  a  record  which  reflects  the  total 
potential  liability  which  would  be  incurred  if  all  employees 
were  to  terminate." 

Agency  Reply:   Concur 

Many  employees  in  this  Department  are  career  employees, 
therefore,  we  are  faced  with  two  serious  problems  if  some 
method  of  accruing  funding  for  termination  liabilities  is  not 
addressed  by  the  Legislature,  to  wit: 

1.  If  a  career  employee  who  has  available  sick  leave 
earned  before  July  1,  19  71,  and  credit  for  all  sick  leave 
earned  after  that  date  should  get  sick  for  a  long  period  of 
time,  it  could  totally  jeopardize  the  operation  of  a  Bureau. 
At  this  point  in  time  there  is  no  provision  to  allow  a  replace- 
ment of  the  employee  during  his/her  illness  because  of  the 

way  the  FTE's  are  authorized  and  no  provision  for  additional 
funding  to  pay  two  people  in  the  same  position. 

2.  Again,  we  are  faced  with  essentially  the  same  problem 
when  key  personnel  have  accumulated  the  maximum  amount  of 
vacation  leave  plus  a  sizeable  amount  of  sick  leave  and  leave 
State  Government.   This  necessitates  a  termination  payout. 


4t  OPPO^nlNll 


y  CMPLOYEfl 


Mr.  James  Gillett 
Page  Two 

Under  the  existing  structure  the  position  would  have  to  remain 
vacant  until  the  position  has  satisfied  the  cost  of  the  payout. 
In  some  cases  that  exist  in  this  Department  it  would  mean  a 
key  position  could  not  be  filled  for  a  year.   (One-fourth 
sick  plus  vacation.)   This  could  be  a  total  disaster  and  cause 
chaos  in  any  operation. 

This  Department  would  like  to  RECOMMEND  that  the  Legislature 
review  this  problem  and  make  some  provisions  for  rectifying 
the  above-stated  problems. 


Sincerel 


Gary  feuchanah 
Director 


GB/IP/jls 
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